§1962.28

statement and the status of the ac-
count secured by the lien cannot be
ascertained from County Office
records, the County Supervisor will
prepare a letter to the Finance Office
reflecting all the pertinent information
available in the County Office regard-
ing the account. The letter will request
the Finance Office to tell the County
Supervisor whether the borrower is
still indebted to FmHA or its successor
agency under Public Law 103-354 and, if
so, the status of the account. If the Fi-
nance Office reports to the County Su-
pervisor that the account has been paid
in full or otherwise satisfied or that
there is no record of an indebtedness in
the name of the borrower, the County
Supervisor is authorized to issue a sat-
isfaction of the security instruments
on Form FmHA or its successor agency
under Public Law 103-354 460-4 or other
approved form or to effect the satisfac-
tion by marginal release, or a termi-
nation on Form FmHA or its successor
agency under Public Law 103-354 462-12
as appropriate.

§1962.28 [Reserved]

§1962.29 Payment of fees and insur-
ance premiums.

(a) Fees. (1) Security instruments.
Borrowers must pay statutory fees for
filing or recording financing state-
ments or other security instruments
(including Form FmHA or its successor
agency under Public Law 103-354 462-12,
or other renewal statements) and any
notary fees for executing these instru-
ments. They also must pay costs of ob-
taining lien search reports needed in
properly servicing security as outlined
in this subpart. Whenever possible, bor-
rowers should pay these fees directly to
the officials giving the service. When
cash is accepted by FmHA or its suc-
cessor agency under Public Law 103-354
employees to pay these fees, Form
FmHA or its successor agency under
Public Law 103-354 440-12, ‘‘Acknowl-
edgment of Payment for Recording,
Lien Search and Releasing Fees,” will
be executed. If the borrower cannot pay
the fees, or if there are fees referred to
in paragraphs (a) (2) and (3) of this sec-
tion that must be paid by FmHA or its
successor agency under Public Law 103-
354, the County Supervisor may pay
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them as a petty purchase or as the bill
of a creditor of FmHA or its successor
agency under Public Law 103-354 in ac-
cordance with FmHA or its successor
agency under Public Law 103-354 In-
structions 2024-E, copies of which are
available in any FmHA or its successor
agency under Public Law 103-354 office.

(2) Satisfactions. The borrower must
pay fees for filing or recording satisfac-
tions or termination statements unless
a State supplement based on State law
requires FmHA or its successor agency
under Public Law 103-354 to pay them.

(3) Notary fees. FmHA or its suc-
cessor agency under Public Law 103-354
will pay fees for notary service for exe-
cuting releases, subordinations, and re-
lated documents for and on behalf of
FmHA or its successor agency under
Public Law 103-354 if the service cannot
be obtained without cost.

(b) Insurance premiums. County Su-
pervisors are authorized to voucher for
the payment of bills for insurance pre-
miums on chattel security, in accord-
ance with FmHA or its successor agen-
cy under Public Law 103-354 Instruc-
tion 2024-A (available in any FmHA or
its successor agency under Public Law
103-354 Office). Bills may be paid when:

(1) A borrower cannot pay the pre-
miums from the borrower’s own re-
sources at the time due;

(2) Anticipated crop income does not
materialize which would normally be
released for the payment of crop insur-
ance.

(3) It is not pratical to process a loan
for that purpose;

(4) It is necessary to protect FmHA
or its successor agency under Public
Law 103-354’s interests; and

(6) The amount advanced can be
charged to the borrower under the pro-
visions of the security instrument.

[60 FR 45783, Nov. 1, 1985, as amended at 53
FR 35785, Sept. 14, 1988; 56 FR 15825, Apr. 18,
1991; 57 FR 36592, Aug. 14, 1992]

§1962.30 Subordination and waiver of
liens on chattel security.

(a) Purposes. Subject to the limita-
tions set out in paragraph (b) of this
section, the Agency chattel liens may
be subordinated to a lien of another
creditor in either of the following situ-
ations:
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RHS, RBS, RUS, FSA, USDA

(1) The prior lien will soon mature or
has matured and the prior lienholder
desires to extend or renew the obliga-
tion, or the obligation can be refi-
nanced. The relative lien position of
the Agency must be maintained; and

(2) The subordination will permit an-
other creditor to refinance other debt
or lend for an authorized direct loan
purpose.

(b) Conditions. Agency chattel liens
may be subordinated to a lien of an-
other creditor if all of the following
conditions are met:

(1) If the lien is on basic chattel secu-
rity, the amount of subordination is
necessary to provide the lender with
the security it requires to make the
loan;

(2) Approval of a subordination is
limited to a specific amount and the
loan to be secured by the subordination
is closed within a reasonable time;

(3) Only one subordination to one
creditor may be outstanding at any one
time in connection with the same secu-
rity;

(4) The borrower has not been con-
victed of planting, cultivating, grow-
ing, producing, harvesting or storing a
controlled substance under Federal or
state law. ‘“‘Borrower’ for purposes of
this provision, specifically includes an
individual or entity borrower and any
member stockholder, partner, or joint
operator, of an entity borrower and any
member, stockholder, partner, or joint
operator of an entity borrower. ‘‘Con-
trolled substance’ is defined at 21 CFR
part 1308. The borrower will be ineli-
gible for a subordination for the crop
year in which the conviction occurred
and the four succeeding crop years. Ap-
plicants must attest on the Agency ap-
plication form that it and its members,
if an entity, have not been convicted of
such a crime;

(5) The loan funds will not be used in
such a way that will contribute to ero-
sion of highly erodible land or conver-
sion of wetlands for the production of
an agricultural commodity according
to subpart G of part 1940 of this chap-
ter;

(6) The borrower can document the
ability to repay the total amount due
under the subordination and pay all
other debt payments scheduled for the
subject operating cycle; and

§1962.34

(7) The Agency loan is still ade-
quately secured after the subordina-
tion, or the value of the loan security
will be increased by at least the
amount of the advances to be made
under the terms of the subordination.

(c) Subordination to make a guaranteed
loan. In addition to the requirements of
this section, subordinations on chattel
security to make a guaranteed loan
will be approved in accordance with
§1980.108 of subpart B of part 1980 of
this chapter.

(d) Forms. Subordinations will be re-
quested and executed on Agency forms
available in any Agency office or on
any other form approved by the Agen-
cy.

(e) Rescheduling of existing Agency
debts. The Agency may consent to re-
scheduling of an existing Agency debt
when a subordination is granted to the
debt of another lender. The resched-
uling will be allowed only when the
borrower cannot reasonably be ex-
pected to meet all currently scheduled
installments when due and the condi-
tions of subpart S of part 1951 of this
chapter are met.

(f) Appraisal. The Agency will prepare
a chattel appraisal report when the ex-
isting appraisal report is more than 2
years old or is inadequate to make the
determination in this section. The
Agency may use an appraisal sub-
mitted by the borrower if it is substan-
tially similar to Form RD 440-21, ‘‘Ap-
praisal of Chattel Property,” and pre-
pared by a licensed appraiser.

[63 FR 20297, Apr. 24, 1998]

§§1962.31-1962.33 [Reserved]

§1962.34 Transfer of chattel security
and EO property and assumption of
debts.

Chattel and EO property may be
transferred to eligible or ineligible
transferees who agree to assume the
outstanding loan, subject to the provi-
sions set out in this section. A transfer
and assumption may also be made
when one or more of the borrowers or
the former spouse and co-obligor of a
divorced borrower withdraws from the
operation or dies. The transfer of ac-
counts secured by real estate or both
real estate and chattels will be proc-
essed under Subpart A of Part 1965 of
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